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Li st of Subjects
42 CFR Part 412
Adm ni strative practice and procedure, Health facilities,
Medi care, Puerto Rico, Reporting and recordkeepi ng
requirenents.
42 CFR Part 413

Health facilities, Kidney diseases, Mdicare, Puerto

Ri co, Reporting and recordkeepi ng requirenents.
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For the reasons set forth in the preanble, 42 CFR chapter |V
is proposed to be anended as foll ows:
PART 412- - PROSPECTI VE PAYMENT SYSTEMS FOR | NPATI ENT HOSPI TAL
SERVI CES
A. Part 412 is anended as set forth bel ow

1. The authority citation for part 412 continues to
read as foll ows:

Aut hority: Secs. 1102 and 1871 of the Social Security
Act (42 U.S.C. 1302 and 1395hh).

Subpart A--General Provisions

2. Section 8§ 412.1 is revised to read as foll ows:
§ 412.1 Scope of part.

(a) Purpose. (1) This part inplenments sections
1886(d) and (g) of the Act by establishing a prospective
paynment system for the operating costs of inpatient hospital
services furnished to Medicare beneficiaries in cost
reporting periods beginning on or after October 1, 1983 and
a prospective paynment systemfor the capital-related costs
of inpatient hospital services furnished to Medicare
beneficiaries in cost reporting periods beginning on or
after Cctober 1, 1991. Under these prospective paynent
systens, paynent for the operating and capital-related costs
of inpatient hospital services furnished by hospitals

subject to the systens (generally, short-term acute-care
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hospitals) is made on the basis of prospectively determ ned
rates and applied on a per discharge basis. Paynent for
other costs related to inpatient hospital services (organ
acquisition costs incurred by hospitals with approved organ
transplantation centers, the costs of qualified nonphysician
anesthetist's services, as described in 8§ 412.113(c), and
direct costs of approved nursing and allied health
educati onal prograns) is nade on a reasonabl e cost basis.
Payment for the direct costs of graduate nedi cal education
is made on a per resident anmobunt basis in accordance with
8 413.86 of this chapter. Additional paynents are nmade for
outlier cases, bad debts, indirect medical education costs,
and for serving a disproportionate share of |owincone
patients. Under either prospective paynent system a
hospital may keep the difference between its prospective
paynment rate and its operating or capital-related costs
incurred in furnishing inpatient services, and the hospital
is at risk for inpatient operating or inpatient capital-
rel ated costs that exceed its paynent rate.

(2) This part inplenents section 1886(j) of the Act by
establishing a prospective paynent system for the inpatient
operating and capital costs of inpatient hospital services

furnished to Medicare beneficiaries by a rehabilitation
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hospital or rehabilitation unit that neets the conditions of
8§ 412.604.

(b) Summary of content. (1) This subpart describes

the basis of payment for inpatient hospital services under
t he prospective paynent systens specified in paragraph
(a)(1) of this section and sets forth the general basis of
t hese systens.

(2) Subpart B sets forth the classifications of
hospitals that are included in and excluded fromthe
prospective paynent systens specified in paragraph (a)(1l) of
this section, and sets forth requirenments governing the
i nclusion or exclusion of hospitals in the systens as a
result of changes in their classification.

(3) Subpart C sets forth certain conditions that nust
be net for a hospital to receive paynent under the
prospective paynent systens specified in paragraph (a)(1l) of
this section.

(4) Subpart D sets forth the basic nethodol ogy by
whi ch prospective paynent rates for inpatient operating
costs are determ ned under the prospective paynent system
specified in paragraph (a)(1l) of this section.

(5) Subpart E describes the transition rate-setting
nmet hods that are used to determ ne transition paynent rates

for inpatient operating costs during the first 4 years of
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t he prospective paynent system specified in paragraph (a)(1)
of this section.

(6) Subpart F sets forth the nethodol ogy for
determ ning paynents for outlier cases under the prospective
paynment system specified in paragraph (a)(1) of this
section.

(7) Subpart G sets forth rules for special treatnent
of certain facilities under the prospective paynent system
specified in paragraph (a)(1l) of this section for inpatient
operating costs.

(8) Subpart H describes the types, anobunts, and
met hods of paynment to hospitals under the prospective
paynment system specified in paragraph (a)(1l) of this section
for inpatient operating costs.

(9) Subpart K describes how the prospective paynent
system specified in paragraph (a)(1l) of this section for
i npatient operating costs is inplenmented for hospitals
| ocated in Puerto Rico.

(10) Subpart L sets forth the procedures and criteria
concerning applications fromhospitals to the Medicare
Geographic O assification Review Board for geographic
redesi gnati on under the prospective paynent systens

specified in paragraph (a)(1) of this section.
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(11) Subpart M describes how the prospective paynent
system specified in paragraph (a)(1) of this section for
inpatient capital-related costs is inplenented effective
Wi th reporting periods beginning on or after
Oct ober 1, 1991.

(12) Subpart P describes the prospective paynment system
specified in paragraph (a)(2) of this section for
rehabilitation hospitals and rehabilitation units and sets
forth the general nethodol ogy for paying for the operating
and capital costs of inpatient hospital services furnished
by rehabilitation hospitals and rehabilitation units
effective with cost reporting periods beginning on or after
April 1, 2001.

Subpart B--Hospital Services Subject to and Excluded from
t he Prospective Paynent Systens for Inpatient Operating
Costs and Inpatient Capital -Rel ated Costs

3 Section 412.20 is anended by:

A.  Revising paragraph (a).

B. Redesignating paragraph (b) as paragraph (c).

C. Adding a new paragraph (b).

D. Revising the introductory text of the redesignated
par agraph (c).

8 412. 20 Hospital services subject to the prospective

payment systens.
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(a) Except for services described in paragraphs (b)and
(c) of this section, all covered inpatient hospital services
furni shed to beneficiaries during subject cost reporting
periods are paid under the prospective paynent systens
specified in 8§ 412.1(a)(1).

(b) Effective for cost reporting periods begi nning on
or after April 1, 2001, covered inpatient hospital services
furni shed to Medicare beneficiaries by a rehabilitation
hospital or rehabilitation unit that nmeet the conditions of
8§ 412.604 are paid under the prospective paynent system
described in subpart P of this part.

(c) Inpatient hospital services will not be paid under
t he prospective paynent systens specified in 8§ 412.1(a)(1)
under any of the follow ng circunstances:

4 Section 412.22 is anended by:

A.  Revising paragraphs (a) and (b).

B. Revising the introductory text of paragraph (e).

C. Revising introductory text of paragraph (h)(2).

8§ 412. 22 Excluded hospitals and hospital units: General
rul es.

(a) Citeria. Subject to the criteria set forth in
paragraph (e) of this section, a hospital is excluded from

t he prospective paynent systens specified in § 412.1(a)(1)
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of this part if it neets the criteria for one or nore of the
excl uded cl assifications described in § 412.23.

(b) Cost reinbursenent. Except for those hospitals

specified in paragraph (c) of this section and § 412.20(b),
all excluded hospitals (and excluded hospital units, as
described in 88 412.23 through 412.29) are reinbursed under
the cost reinbursenent rules set forth in part 413 of this
subchapter, and are subject to the ceiling on the rate of
hospital cost increases described in 8§ 413.40 of this

subchapt er

(e) Hospitals within hospitals. Except as provided in

paragraph (f) of this section, for cost reporting periods
begi nning on or after Cctober 1, 1997, a hospital that
occupi es space in a building al so used by another hospital,
or in one or nore entire buildings |ocated on the sane
canpus as buil dings used by anot her hospital, nust neet the
followng criteria in order to be excluded fromthe
prospective paynent systens specified in 8§ 412.1(a)(1):

* * * * *

(h) Satellite facilities. * * *

(2) Except as provided in paragraph (h)(3) of this
section, effective for cost reporting periods begi nning on

or after October 1, 1999, a hospital that has a satellite
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facility nmust nmeet the following criteria in order to be
excl uded fromthe prospective paynent systens specified in
8§ 412.1(a)(1) for any period:

5 Section 412.23 is anended by:

A. Revising the introductory text.

B. Revising the introductory text of paragraph (b).

C. Revising paragraphs introductory text of (b)(2),
(b)(8), and (b)(9).

8§ 412. 23 Excluded hospitals: Cassifications.

Hospital s that neet the requirenents for the
classifications set forth in this section are not reinbursed
under the prospective paynent systens specified in
§ 412.1(a)(1):

* * * * *

(b) Rehabilitation hospitals. A rehabilitation

hospital must neet the follow ng requirenents to be excl uded
fromthe prospective paynent systens specified in
8§ 412.1(a)(1) and to be paid under the prospective paynent
system specified in § 412.1(a)(2):

(2) Except in the case of a newy participating
hospi tal seeking classification under this paragraph as a

rehabilitation hospital for its first 12-nonth cost
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reporting period, as described in paragraph (b)(8) of this
section, show that during its nost recent 12-nonth cost
reporting period, it served an inpatient popul ation of whom
at least 75 percent required intensive rehabilitative
services for treatnment of one or nore of the follow ng

condi ti ons:

(8 A hospital that seeks classification under this
paragraph as a rehabilitation hospital for the first ful
12-nmonth cost reporting period that occurs after it becones
a Medi care-participating hospital nmay provide a witten
certification that the inpatient population it intends to
serve neets the requirenents of paragraph (b)(2) of this
section, instead of showing that it has treated that
popul ation during its nost recent 12-nonth cost reporting
period. The witten certification is also effective for any
cost reporting period of not |ess than one nonth and not
nmore than 11 nonths occurring between the date the hospital
began participating in Medicare and the start of the
hospital’s regular 12-nonth cost reporting period.

(9) For cost reporting periods beginning on or after
Cctober 1, 1991, if a hospital is excluded fromthe
prospective paynent systens specified in 8§ 412.1(a)(1) or is

pai d under the prospective paynent system specified in
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8§ 412.1(a)(2) for a cost reporting period under paragraph
(b)(8) of this section, but the inpatient population it
actually treated during that period does not neet the
requi renents of paragraph (b)(2) of this section, HCFA
adj usts paynents to the hospital retroactively in accordance
with the provisions in 8§ 412.130.

6. In 8§ 412. 25, paragraph (a) introductory text and
par agraph (e)(2) introductory text are revised to read as
fol |l ows:

8§ 412.25 Excluded hospital units: Common requirenents.

(a) Basis for exclusion. 1In order to be excluded from

t he prospective paynent systens specified in § 412.1(a)(1),
a psychiatric or rehabilitation unit nmust neet the follow ng

requirenents.

(e) Satellite facilities. * * *

(2) Except as provided in paragraph (e)(3) of this
section, effective for cost reporting periods beginning on
or after Cctober 1, 1999, a hospital unit that establishes a
satellite facility must neet the followi ng requirenents in
order to be excluded fromthe prospective paynent systens

specified in 8§ 412.1(a)(1) for any period:

* * * * *
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7. In 8 412.29, the introductory text is revised to
read as foll ows:

§ 412.29 Excluded rehabilitation units: Additional
requi renents.

In order to be excluded fromthe prospective paynent
systens described in 8 412.1(a)(1) and to be paid under the
prospective paynent systemspecified in 8 412.1(a)(2), a
rehabilitation unit nust neet the follow ng requirenents:

* * * * *
Subpart H - Paynents to Hospitals Under the Prospective
Paynment Systens

8. In 8§ 412.116, paragraph (a) is revised to read as
fol |l ows:

§ 412.116 Method of paynent.

(a) Ceneral rule. (1) Unless the provisions of

paragraphs (b) and (c) of this section apply, hospitals are
paid for hospital inpatient operating costs and capital -
related costs for each discharge based on the subm ssion of
a discharge bill.

(2) Paynments for inpatient hospital services furnished
by an excluded psychiatric unit of a hospital (or by an
excluded rehabilitation unit of a hospital for cost

reporting periods beginning before April 1, 2001) are nmade
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as described in §8 413.64(a), (c), (d), and (e) of this
chapter.

(3) For cost reporting periods beginning on or after
April 1, 2001, paynents for inpatient hospital services
furni shed by a rehabilitation hospital or a rehabilitation
unit that nmeets the conditions of 8§ 412.604 are nade as
described in § 412.632.

9. In 8§ 412.130, paragraphs (a)(1), (a)(2), and (b)
are revised to read as foll ows:

8 412.130 Retroactive adjustnents for incorrectly excluded
hospitals and units.

(a) Hospitals for which adjustnent is nade. * * *

(1) A hospital that was excluded fromthe prospective
paynment systens specified in 8 412.1(a)(1) or paid under the
prospective paynent systemspecified in 8 412.1(a)(2), as a
new rehabilitation hospital for a cost reporting period
begi nning on or after Cctober 1, 1991 based on a
certification under 8§ 412.23(b)(8) of this part regarding
the inpatient population the hospital planned to treat
during that cost reporting period, if the inpatient
popul ation actually treated in the hospital during that cost
reporting period did not neet the requirenents of

§ 412.23(b)(2).
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(2) A hospital that has a unit excluded fromthe
prospective paynent systens specified in 8§ 412.1(a)(1) or
pai d under the prospective paynent system specified in
8§ 412.1(a)(2), as a newrehabilitation unit for a cost
reporting period beginning on or after Cctober 1, 1991,
based on a certification under 8 412.30(a) regarding the
i npatient popul ation the hospital planned to treat in that
unit during the period, if the inpatient population actually
treated in the unit during that cost reporting period did
not nmeet the requirenments of § 412.23(b)(2).

* * * * *

(b) Adjustnent of paynent. (1) For cost reporting

peri ods begi nning before April 1, 2001, the internediary
adj usts the paynent to the hospitals described in paragraph
(a) of this section as foll ows:

(1) The internediary calcul ates the difference between
the anobunts actually paid during the cost reporting period
for which the hospital, unit, or beds were first excluded as
a new hospital, new unit, or newy added beds under subpart
B of this part, and the anmount that would have been paid
under the prospective paynent systens specified in
8§ 412.1(a)(1) for services furnished during that period.

(1i) The internediary makes a retroactive adjustnent

for the difference between the anobunt paid to the hospital
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based on the exclusion and the anount that woul d have been
pai d under the prospective paynent systens specified in
§ 412.1(a)(1).

(2) For cost reporting periods beginning on or after
April 1, 2001, the internediary adjusts the paynent to the
hospital s described in paragraph (a) of this section as
fol |l ows:

(1) The internediary calculates the difference between
t he amounts actually paid under subpart P of this part
during the cost reporting period for which the hospital,
unit, or beds were first classified as a new hospital, new
unit, or newy added beds under subpart B of this part, and
t he anobunt that would have been paid under the prospective
paynment systens specified in 8§ 412.1(a)(1) for services
furni shed during that period.

(1i) The internediary makes a retroactive adjustnent
for the difference between the anobunt paid to the hospital
under subpart P of this part and the anmount that woul d have
been pai d under the prospective paynent systens specified in
§ 412.1(a)(1).

Subparts N and O—[ Reserved]
10. Subparts N and O are added and reserved.
11. A new subpart P, consisting of 88 412. 600,

412.602, 412.604, 412.606, 412.608, 412.610, 412.612,
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412. 614, 412.616, 412.618, 412. 620, 412.622, 412. 624,

412. 626, 412.628, 412.630, and 412.632 is added to read as

fol |l ows:

Subpart P—Prospective Paynent for Inpatient Rehabilitation

Hospitals and Rehabilitation Units

Sec.

412. 600 Basi s and scope of subpart.

412. 602 Definitions.

412. 604 Condi tions for paynent under the prospective
paynment system for inpatient rehabilitation
facilities.

412. 606 Patient assessnent.

412. 608 Patient rights regardi ng MDS- PAC data col |l ecti on.

412. 610 Assessnent schedul e.

412. 612 Coordi nati on of MDS-PAC data coll ection.

412.614  Transm ssion of MDS-PAC dat a.

412. 616 Rel ease of information collected using the
MDS- PAC.

412. 618 I nterrupted stay.

412. 620 Patient classification system

412. 622 Basi s of paynent.

412. 624 Met hodol ogy for cal cul ating the Federal
prospective paynent rates.

412. 626 Transition period.
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412. 628 Publ i cation of the Federal prospective paynent
rates.
412. 630 Limtation on review
412. 632 Met hod of paynent under the inpatient
rehabilitation facility prospective paynent
system
Subpart P--Prospective Paynent for Inpatient Rehabilitation
Hospital s and Rehabilitation Units
8 412. 600 Basis and scope of subpart.
(a) Basis. This subpart inplenents section 1886(j) of
the Act, which provides for the inplenentation of a
prospective paynent systemfor inpatient rehabilitation
hospitals and rehabilitation units (in this subpart referred
to as "inpatient rehabilitation facilities").
(b) Scope. This subpart sets forth the framework for
t he prospective paynent system for inpatient rehabilitation
facilities, including the nethodol ogy used for the
devel opnent of paynent rates and associ ated adjustnents, the
application of a transition phase, and related rules. Under
this system for cost reporting periods beginning on or
after April 1, 2001, paynent for the operating and capital
costs of inpatient hospital services furnished by inpatient

rehabilitation facilities is made on the basis of
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prospectively determ ned rates and applied on a per
di scharge basis.
§ 412.602 Definitions.
As used in this subpart--

Assessnent reference date neans the specific cal endar

day in the MDS- PAC assessnent process that sets the

desi gnat ed endpoi nt of the common 3 day patient observation
period, wth nost MDS- PAC assessnent itens usually referring
back in time fromthis endpoint.

Aut hori zed clinician nmeans one of the follow ng

cl i ni ci ans:

(1) An occupational therapist who neets the
qualifications specified in 8§ 482.56(a)(2) of this chapter.

(2) A physical therapist who neets the qualifications
specified in 8§ 482.56(a)(2) of this chapter.

(3) A physician who is a doctor of nedicine or
osteopathy and is licensed to practice nedicine and surgery
by the State in which the function or action is perforned.

(4) A registered nurse as defined in 8 484.4 of this
chapter.

Di scharge A Medicare patient in a inpatient
rehabilitation facility is considered di scharged when--

(1) The patient is formally rel eased; or
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(2) The patient dies in the inpatient rehabilitation
facility.
Encode neans entering data itenms into the fields of the
conput eri zed MDS- PAC software program .

Functional -rel ated groups refers to the distinct

groups under which inpatients are classified using proxy
measurenents of inpatient rehabilitation relative resource
usage.

Interrupted stay neans the period during which a

Medi care inpatient is discharged fromthe inpatient
rehabilitation facility and returns to the sane inpatient
rehabilitation facility wwthin 3 consecutive cal endar days.
The 3 consecutive cal endar days begin with the day of
di schar ge.

MDS- PAC stands for the Mninmum Data Set for Post Acute

Care, a patient clinical assessnent instrunent.

Qutlier paynent nmeans an additional paynent beyond the
standard Federal prospective paynent for cases with
unusual | y high costs.

Rural area neans an area as defined in
8§ 412.62(f)(1)(iii).

Transfer nmeans the rel ease of a Medicare inpatient from
an inpatient rehabilitation facility to another inpatient

rehabilitation facility, a short-term acute-care
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prospective paynent hospital, a long-termcare hospital as
described in 8§ 412.23(e), or a nursing honme that qualifies
to receive Medicare or Medicaid paynents.

Urban area nmeans an area as defined in
8§ 412.62(f)(1)(ii).
8§ 412.604 Conditions for paynent under the prospective
paynment system for inpatient rehabilitation facilities.

(a) GCeneral requirenents. (1) An inpatient

rehabilitation facility nmust neet the conditions of this
section to receive paynent under the prospective paynent
system described in this subpart for inpatient hospital
services furnished to Medicare beneficiaries.

(2) If an inpatient rehabilitation facility fails to
conply fully with these conditions with respect to inpatient
hospi tal services furnished to one or nore Medicare
beneficiaries, HCFA may, as appropriate --

(1) Wthhold (in full or in part) or reduce Medicare
paynment to the inpatient rehabilitation facility until the
facility provides adequate assurances of conpliance; or

(1i) Cassify the inpatient rehabilitation facility as
an inpatient hospital that is subject to the conditions of
subpart C of this part and is paid under the prospective

paynment systens specified in 8§ 412.1(a)(1).
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(b) Ilnpatient rehabilitation facilities subject to the

prospective paynent system An inpatient rehabilitation

facility nmust meet the criteria to be classified as a
rehabilitation hospital or rehabilitation unit set forth in
88 412.23(b), 412.25, and 412.29 for exclusion fromthe

i npatient hospital prospective paynent systens specified in
§ 412.1(a)(1).

(c) Conpletion of patient assessnent instrunent. For

each Medicare patient admtted or discharged on or after
April 1, 2001, the inpatient rehabilitation facility nust
conplete a patient assessnent instrunment in accordance with
§ 412. 606.

(dy Limtation on charges to beneficiaries. (1)

Prohi bited charges. Except as provided in paragraph (d)(2)

of this section, an inpatient rehabilitation facility may
not charge a beneficiary for any services for which paynent
is made by Medicare, even if the facility's costs of
furnishing services to that beneficiary are greater than the
anount the facility is paid under the prospective paynent
syst em

(2) Permtted charges. An inpatient rehabilitation

facility receiving paynent under this subpart for a covered
hospital stay (that is, a stay that includes at |east one

covered day) may charge the Medicare beneficiary or other
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person only for the applicabl e deductible and coi nsurance
amounts under 88 409.82, 409.83, and 409.87 of this
subchapt er

(e) Furnishing of inpatient hospital services directly

or _under arrangenent. (1) The applicable paynents nade

under this subpart are paynment in full for all inpatient
hospital services, as defined in §8 409.10 of this chapter,
ot her than physicians' services to individual patients

rei mbursabl e on a reasonabl e cost basis (in accordance with
the criteria of 8§ 415.102(a) of this subchapter).

(2) HCFA does not pay any provider or supplier other
than the inpatient rehabilitation facility for services
furnished to a Medicare beneficiary who is an inpatient,
except for physicians' services reinbursabl e under
8 405.550(b) of this chapter and services of an anestheti st
enpl oyed by a physician reinbursable under 8§ 415.102(a) of
t hi s subchapter

(3) The inpatient rehabilitation facility nmust furnish
all necessary covered services to the Medi care beneficiary
either directly or under arrangenents (as defined in 8§ 409.3
of this subchapter).

(f) Reporting and recordkeeping requirenents. Al

inpatient rehabilitation facilities participating in the

prospective paynent system under this subpart nust neet the
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recor dkeepi ng and cost reporting requirenents of 88 413. 20
and 413. 24 of this subchapter.
8§ 412. 606 Patient assessnent.

(a) Adm ssion orders. At the tinme that each Medicare

patient is admtted, the inpatient rehabilitation facility
nmust have physician orders for the patient's care during the
time the patient is hospitalized.

(b) Patient assessnent instrunent. An inpatient

rehabilitation facility must use the MDS-PAC instrunent to
assess Medicare inpatients who--

(1) Are admtted on or after April 1, 2001; or

(2) Were admtted before April 1, 2001, and are stil

inpatients as of April 1, 2001.

(c) Conprehensive assessnents. (1) An inpatient
rehabilitation facility's authorized clinician nust perform
a conprehensi ve, accurate, standardized, and reproducible
assessnment of each Medicare inpatient using the MDS-PAC as
part of his or her patient assessnent in accordance with
t he schedul e described in 8§ 412. 610.

(2) A clinician enployed or contracted by an inpatient
rehabilitation facility must record appropriate and
appl i cabl e data accurately and conpletely for each MDS- PAC
item

(3) The assessnent process nust i nclude--
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(1) Direct patient observation and commruni cation with
the patient; and

(1i) \Wen appropriate and to the extent feasible,
patient data fromthe patient's physician(s), famly,
friends, the patient's clinical record, and other sources.

(4) The authorized clinician, nust sign the MS-PAC
attesting to its conpletion and accuracy.
8§ 412.608 Patient rights regarding MDS- PAC data col |l ection.

(a) Before perform ng an assessnent using the MDS-PAC,
an authorized clinician nust informthe Medicare inpatient
of the follow ng patient rights:

(1) The right to be informed of the purpose of the
MDS- PAC data col | ection;

(2) The right to have the MDS-PAC information
col |l ected be kept confidential and secure;

(3) The right to be infornmed that the MDS-PAC
information will not be disclosed to others, except for
| egiti mate purposes allowed by the Federal Privacy Act and
Federal and State regul ations;

(4) The right to refuse to answer MDS-PAC questi ons;
and

(5 The right to see, review, and request changes on
his or her MS-PAC assessnent.

(b) The inpatient rehabilitation facility nust ensure
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that an authorized clinician docunents in the Medicare
inpatient's clinical record that the patient was inforned
of the patient rights specified in paragraph (a) of this
section.

(c) The patient rights specified in paragraph (a) of
this section are in addition to the patient rights specified
under the conditions of participation for hospitals in
§ 482.13 of this chapter.

8 412.610 Assessment schedul e.

(a) GCeneral. For each Medicare inpatient an inpatient
rehabilitation facility nmust submt MDS-PAC assessnent data
that covers a tinme period that is in accordance with the
assessnment schedul e specified in paragraph (c) of this
section.

(b) Starting the assessnent schedule day count. The

first day that the inpatient is furnished Medicare-covered
services during his or her current inpatient rehabilitation
facility hospital stay is counted as day one of the NMDS-PAC
assessnent schedul e.

(c) Assessnent reference dates. Wth respect to the

patient's current hospitalization, an inpatient
rehabilitation facility must indicate on the MDS-PAC one of

the foll owm ng assessnent reference dates:
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(1) Day 4 MDS-PAC assessnent. For the assessnent that

covers cal endar days 1 through 3 of the patient's current
hospitalization, the date that is the 3rd cal endar day
after the patient started being furnished Medi care-covered
Part A services.

(2) Day 11 MDS- PAC assessnent. For the assessnent

t hat covers cal endar days 8 through 10 of the patient's
current hospitalization, the date that is the 10th cal endar
day after the patient started being furnished Medi care-
covered Part A services.

(3) Day 30 MDS- PAC assessnent. For the assessnent

t hat covers cal endar days 28 through 30 of the patient's
current hospitalization, the date that is the 30th cal endar
day after the patient started being furni shed Medi care-
covered Part A services.

(4) Day 60 MDS- PAC assessnent. For the assessnent

t hat covers cal endar days 58 through 60 of the patient's
current hospitalization, the date that is the 60th cal endar
day after the patient started being furnished Medi care-
covered Part A services.

(5 Discontinuation of Medicare-covered Part A

services assessnent. For the assessnent that is conpleted

when the inpatient is not discharged fromthe inpatient

rehabilitation facility but stops receiving Medicare-covered
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Part A services, the actual date that the inpatient stops
recei vi ng Medi care-covered Part A services.

(6) Discharge assessnent. For the assessnent that is

conpl eted when the Medicare inpatient is discharged fromthe
inpatient rehabilitation facility, the actual date of
di scharge fromthe inpatient rehabilitation facility.

(d) Late MDS-PAC assessnent reference date. |If the

MDS- PAC assessnent reference date is entered later than the
assessnment reference date specified in paragraph (c)(1) of
this section, the MDS-PAC assessnent reference date is
considered | ate.

(1) |If the MDS-PAC assessnent reference date is late
by 10 cal endar days or fewer, the inpatient rehabilitation
facility receives a paynent rate that is 25 percent |ess
than the paynent rate associated with a case-m x group

(2) If the MDS-PAC assessnent reference date is late
by nore than 10 cal endar days, the inpatient rehabilitation
facility receives no paynent.

(e) Conpletion and encoding dates. (1) The Day 4,

Day 11, Day 30, and Day 60 MDS-PAC assessnents nust be
conpleted 1 cal endar day after the MDS- PAC assessnent

reference date that is recorded on the NMDS-PAC.
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(2) The discharge MDS-PAC assessnent nust be conpl eted
on the 5th cal endar day in the period beginning with the
MDS- PAC assessnent reference date.
(3) Al MS-PAC assessnments nust be encoded by the 7th
cal endar day in the period beginning wth the MS-PAC
conpletion date that is recorded on the MDS-PAC

(f) Accuracy of the MDS-PAC data. The encoded MDS- PAC

assessnment data nust accurately reflect the patient's

clinical status at the tine of the MDS-PAC assessnent.

(g MS-PAC record retention. An inpatient
rehabilitation facility nmust maintain all NMDS-PAC patient
data sets conpleted within the previous 5 years in a paper
format in the patient's clinical record or in an electronic
conputer file that the inpatient rehabilitation facility can
easi |y obtain.

§ 412.612 Coordination of MDS-PAC data collection.

(a) Responsibilities of the authorized clinician. An

inpatient rehabilitation facility's authorized clinician who
has participated in perform ng an MDS- PAC pati ent assessnent
nmust have responsibility for--

(1) The accuracy and thoroughness of the patient's
MDS- PAC assessnent; and

(2) The accuracy of the date inserted in the

attestation section of the MDS-PAC.
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(b) Certification. An inpatient rehabilitation

facility's authorized clinician nust certify the accuracy
and conpl etion date of the MDS-PAC assessnent by signing and
dating the appropriate |lines of the MDS-PAC.

(c) Signatures. Any clinician who contributes data

for an MDS-PAC item nust sign and date the appropriate |lines
of the NMDS-PAC.

(d) Penalty for falsification. (1) Under Medicare an

i ndi vi dual who knowingly and willfully --

(1) Certifies a material and false statenent in a
patient assessnent is subject to a civil noney penalty of
not nore than $1,000 for each assessnent; or

(1i) Causes another individual to certify a materi al
and fal se statenent in a patient assessnent is subject to a
civil noney penalty of not nore than $5,000 for each
assessnent .

(2) dinical disagreenment does not constitute a
mat eri al and fal se statenent.

8§ 412.614 Transm ssion of MS-PAC dat a.

(a) Data format. The inpatient rehabilitation

facility nmust encode and transmt data for each Medicare
i npati ent —
(1) Using the conputerized version of the MS-PAC

avail abl e from HCFA; or
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(2) Using a conmputer progran(s) that conforns to the
HCFA standard el ectronic record | ayout, data specifications,
and data dictionary, includes the required MDS-PAC data set,
and neets ot her HCFA specifications.

(b) Howto transmt data. The inpatient

rehabilitation facility must--

(1) Electronically transmt conplete and encoded
MDS- PAC data for each Medicare inpatient to the HCFA MDS- PAC
systemin accordance with the data format specified in
paragraph (a) of this section; and

(2) Transmt data using el ectronic conmunications
software that provides a direct tel ephone connection from
the inpatient rehabilitation facility to the HCFA MDS- PAC
system

(c) Transmi ssion dates. Al MS-PAC assessnments nust

be transmtted to HCFA MDS- PAC system by the 7th cal endar
day in the period beginning with the last permtted MS-PAC
encodi ng date.

(d) Late transm ssion penalty. (1) HCFA assesses a

penalty when an inpatient rehabilitation facility does not
transmt the required MDS-PAC data to the HCFA MDS- PAC
systemin accordance with the transm ssion tinmefrane in
paragraph (c) of this section.

(2) If the actual MDS-PAC transmi ssion date is |later
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than the transm ssion date specified in paragraph (a) of
this section the MDS-PAC data is considered |ate.

(1) If the MDS-PAC transm ssion date is late by 10
cal endar days or fewer, the inpatient rehabilitation
facility receives a paynent rate that is 25 percent |ess
than the paynent rate associated with a case-m x group

(i) 1f the MDS-PAC transm ssion date is |ate by nore
than 10 cal endar days, the inpatient rehabilitation facility
receives no paynent.

8 412.616 Release of information collected using the
MDS- PAC.

(a) GCeneral. An inpatient rehabilitation facility may
release information fromthe MDS-PAC only as specified in
8 482.24(b)(3) of this chapter.

(b) Release to the inpatient rehabilitation facility's

agent . An inpatient rehabilitation facility may rel ease
information that is patient-identifiable to an agent only in
accordance with a witten contract under which the agent
agrees not to use or disclose the information except for the
pur poses specified in the contract and only to the extent
the facility itself is permtted to do so under paragraph
(a) of this section.

8 412.618 Interrupted stay.

For purposes of the MDS- PAC assessnment process, if a



381
Medi care patient has an interrupted stay the foll ow ng
appl i es:

(a) Assessnent requirenents. (1) The initial case-m X

group classification fromthe Day 4 MDS- PAC assessnent
remains in effect (that is, no new Day 4 MDS- PAC assessnent
is perforned).

(2) The required schedul ed MDS- PAC Day 11, Day 30, and
Day 60 assessnents nust be perforned.

(3) When the patient is discharged, a discharge
MDS- PAC assessnent nust be perforned.

(b) Recording and encoding of data. The authorized

clinician nust record the interrupted stay data on the
interrupted stay tracking formof the NMDS-PAC.

(c) Transmi ssion of data. The data recorded on the

interrupted stay tracking formnust be transmtted to the
HCFA MDS- PAC systemw thin 7 cal endar days of the date that
the Medicare patient returns to the inpatient rehabilitation
facility.

(d) Revised assessnent schedule. (1) |If the

interrupted stay occurs before the Day 4 assessnent, the
assessnment reference dates, conpletion dates, encoding
dates, and data transm ssion dates for the Day 4 and Day 11
MDS- PAC assessnents are advanced by the sane nunber of

cal endar days as the length of the patient's interrupted
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st ay.

(2) If the interrupted stay occurs after the Day 4
assessnent and before the Day 11 assessnent, then the
assessnment reference date, conpletion date, encoding date,
and data transm ssion date for the Day 11 MDS- PAC assessnent
are advanced by the same nunber of cal endar days as the
l ength of the patient's interrupted stay.

(3) If the interrupted stay occurs after the Day 11
and before the Day 30 assessnent, then the assessnent
reference date, conpletion date, encoding date, and data
transm ssion date for the Day 30 MDS- PAC assessnent are
advanced by the same nunber of cal endar days as the | ength
of the patient's interrupted stay.

(4) If the interrupted stay occurs after the Day 30
and before the Day 60 assessnent then the assessnent
reference date, conpletion date, encoding date, and data
transm ssion date for the Day 60 MDS- PAC assessnent are
advanced by the same nunber of cal endar days as the |ength
of the patient's interrupted stay.

8§ 412.620 Patient classification system

(a) dassification nethodology. (1) A patient

classification systemis used to classify patients in
inpatient rehabilitation facilities into nutually excl usive

case-m X groups.
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(2) For the purposes of this subpart, case-m X groups
are classes of Medicare patient discharges by functional -
rel ated groups that are based on a patient's inpairnent,
age, conorbidities, functional capabilities, and other
factors that may inprove the ability of the functional -
related groups to estimate variations in resource use.

(3) Data fromDay 4 assessnents under 8§ 412.610(c) (1)
are used to classify a Medicare patient into an appropriate

case-m x group

(b) Weighting factors. (1) GCeneral. An appropriate
wei ght is assigned to each case-m x group that neasures the
relative difference in facility resource intensity anong the
vari ous case-m X groups.

(2) Short-stay outliers. HCFA will determne a

wei ghting factor or factors for patients that are di scharged
and not transferred within a nunber of days from adm ssion
as specified by HCFA

(3) Patients who expire. HCFA will determ ne a

wei ghting factor or factors for patients who expire within a
nunber of days from adm ssion as specified by HCFA

(c) Revision of case-m x group classifications and

wei ghting factors. HCFA may periodically adjust the

case-m x groups and weighting factors to refl ect changes

i n--
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(1) Treatnent patterns;
(2) Technol ogy;
(3) Nunber of discharges; and
(4) Oher factors affecting the relative use of
resour ces.

8§ 412.622 Basis of paynent.

(a) Method of paynent. (1) Under the prospective
paynment system inpatient rehabilitation facilities receive
a predeterm ned anmount per discharge for inpatient services
furni shed to Medi care beneficiaries.

(2) The amount of paynent under the prospective
paynment systemis based on the Federal paynent rate,

i ncludi ng adj ustnents described in §8 412.624 and, during a
transition period, on a blend of the Federal paynent rate
and the facility-specific paynent rate described in

8§ 412. 626.

(b) Paynent in full. (1) The paynent nmade under this

subpart represents paynent in full (subject to applicable
deducti bl es and coi nsurance as described in subpart G of
part 409 of this subchapter) for inpatient operating and
capital costs associated with furnishing Medicare covered
services in an inpatient rehabilitation facility, but not
for the cost of an approved nedi cal education program

described in 88 413.85 and 413.86 of this chapter.
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(2) In addition to paynents based on prospective
paynment rates, inpatient rehabilitation facilities receive
paynents for the foll ow ng--

(i) Bad debts of Medicare beneficiaries, as provided
in 8 413.80 of this chapter, and

(i) A paynent anount per unit for blood clotting
factor provided to Medicare inpatients who have henophili a.
8§ 412.624 Methodol ogy for calculating the Federal
prospective paynent rates.

(a) Data used. To calculate the prospective paynent
rates for inpatient hospital services furnished by inpatient
rehabilitation facilities HCFA uses --

(1) The nost recent Medicare data avail able, as of the
date of establishing the inpatient rehabilitation facility
prospective paynent system used to estinmate paynents for
i npatient operating and capital costs nmade under part 413
under this subchapter

(2) An appropriate wage index to adjust for area wage
di fferences;

(3) An increase factor to adjust for the nost recent
estimate of increases in the prices of an appropriate market
basket of goods and services included in covered inpatient
rehabilitation services; and

(4) Patient assessnent data described in § 412. 606 and
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other data that account for the relative resource
utilization of different patient types.

(b) Determning the average costs per discharge for

fiscal year 2000. HCFA determ nes the average inpatient

operating and capital costs per discharge for which paynent
is made to each inpatient rehabilitation facility using the
avai |l abl e data under paragraph (a)(1) of this section. The
cost per discharge is adjusted to fiscal year 2000 by an

i ncrease factor, described in paragraph (a)(3) of this
section, under the update nethodol ogy described in section
1886(b)(3)(B)(ii) of the Act for each year through the

m dpoi nt of fiscal year 2000.

(c) Determining the Federal prospective paynent rates.

(1) Ceneral. The Federal prospective paynent rates
w Il be established using a standard paynent anount referred
to as the budget neutral conversion factor. The budget
neutral conversion factor is a standardi zed paynent anount
based on average costs from a base year which reflects the
conbi ned aggregate effects of the weighting factors, various
facility and case | evel adjustnents and ot her adjustnents.

(2) Update the cost per discharge.

(i) HCFA applies the increase factor described in
paragraph (a)(3) of this section to the facility's cost per

di scharge determ ned under paragraph (b) of this section to
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conpute the cost per discharge for fiscal year 2001. Based
on the updated cost per discharge, HCFA estimtes the
paynments that woul d have been nmade to the facility for
fiscal year 2001 under part 413 of this chapter w thout
regard to the prospective paynent system i npl enented under
this subpart.

(i1) HCFA applies the increase factor described in
paragraph (a)(3) of this section to the facility’s fiscal
year 2001 cost per discharge determ ned under paragraph
(c)(2) (i) of this section to conpute the cost per discharge
for fiscal year 2002. Based on the updated cost per
di scharge, HCFA estimates the paynents that woul d have been
made to the facility for fiscal year 2002 under part 413 of
this chapter without regard to the prospective paynent
system i npl enented under this subpart.

(3) Conputation of the budget neutral conversion

factor. The budget neutral conversion factor is conputed as
fol |l ows:

(1) For fiscal years 2001 and 2002. Based on the

updat ed costs per discharge and estimated paynents for
fiscal years 2001 and 2002 determ ned in paragraphs
(c)(2)(i) and (c)(2)(ii) of this section, HCFA conputes a
budget neutral conversion factor for fiscal years 2001 and

2002, as specified by HCFA, that reflects, as appropriate,
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t he adj ustnents described in paragraph (d) of this section.

(1i) For fiscal years after 2002. The budget neutral

conversion factor for fiscal years after 2002 will be the

st andar di zed paynents for the previous fiscal year updated
by the increase factor described in paragraph (a)(3) of this
section including adjustnments, described in paragraph (d) of
this section, as appropriate.

(4) Determining the Federal prospective paynent rate

for each case-m x group. The Federal prospective paynent

rates for each case-mx group is the product of the

wei ghting factors described in 8§ 412.620(b) and the budget
neutral conversion factor described in paragraph (c)(3) of
this section.

(d) Adjustnents to the budget neutral conversion

factor. The budget neutral conversion factor described in
paragraph (c)(3) of this section will be adjusted for--

(1) CQutlier paynments. HCFA determ nes a reduction

factor equal to the estimted proportion of additional
outlier paynments described in paragraph (e)(4) of this
section.

(2) Budget neutrality. HCFA adjusts the Federal

prospective paynent rates for fiscal years 2001 and 2002 so
t hat aggregate paynents under the prospective paynent system

are estimated to equal 98 percent of the anount that woul d
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have been made to inpatient rehabilitation facilities under
part 413 of this subchapter wthout regard to the
prospective paynent systeminpl enented under this subpart.

(3) Coding and classification changes. HCFA adjusts

t he budget neutral conversion factor for a given year if
HCFA determ nes that revisions in case-m x cl assifications
or weighting factors for a previous fiscal year (or
estimates that such revisions for a future fiscal year) did
result in (or would otherwise result in) a change in
aggregate paynents that are a result of changes in the
coding or classification of patients that do not reflect
real changes in case-m x.

(e) Calculation of the adjusted Federal prospective

paynent. For each discharge, an inpatient rehabilitation
facility's Federal prospective paynent is conputed on the
basis of the Federal prospective paynent rate determ ned
under paragraph (c) of this section. A facility's Federal
prospective paynent rate will be adjusted, as appropriate,
to account for area wage |levels, paynments for outliers and
transfers, and for other factors as foll ows:

(1) Adjustnent for area wage levels. The |abor

portion of a facility's Federal prospective paynment is
adj usted to account for geographical differences in the area

wage | evel s using an appropriate wage i ndex. The
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application of the wage index is nmade on the basis of the
| ocation of the facility in an urban or rural area as
defined in 8§ 412.602.

(2) Adjustnents for low incone patients. HCFA adjusts

t he Federal prospective paynent, on a facility basis, for
the proportion of |low incone patients that receive inpatient
rehabilitation services as determ ned by HCFA.

(3) Adjustnments for rural areas. HCFA adjusts the

Federal prospective paynent by a factor, as specified by
HCFA, to account for the higher costs per patient in
facilities located in rural areas as defined in 8§ 412. 602.

(4) Adjustnent for high cost outliers. HCFA provides

for an additional paynment to a facility if its estimted
costs for a patient exceeds a fixed dollar anmount (adjusted
for area wage levels, and factors to account for treating

| ow i ncome patients and for rural |ocations) as specified by
HCFA. The additional paynment equals 80 percent of the

di fference between the estimted cost of the patient and the
sum of the adjusted Federal prospective paynent conputed
under this section and the adjusted fixed dollar anount.

(5 Adjustnents related to the MDS-PAC. An adj ust nent

to a facility's Federal prospective paynment anmount for a
gi ven discharge will be nmade if --

(1) The assessnent reference date identified on the
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MDS- PAC as described in § 412.610(d) is late; and
(i1) The transm ssion of MS-PAC data as described in
§ 412.614(d) is late.

(f) Special paynment provision for patients that are

transferred.

(1) Afacility's Federal prospective payment wll be
adj usted to account for a discharge of a patient who --

(1) Is transferred fromthe inpatient rehabilitation
facility to another site of care,; and

(1i) Stays in the facility for a nunber of days that
is less than the average |l ength of stay for non-transfer
cases in the case-m x group to which the patient is
cl assifi ed.

(2) HCFA cal cul ates the adjusted Federal prospective
paynment for patients who are transferred in the foll ow ng
manner :

(i) By dividing the Federal prospective paynment by the
average length of stay for non-transfer cases in the case-

m x group to which the patient is classified to equal the
paynment per day.

(i) By nmultiplying the paynent per day under
paragraph (f)(2)(i) of this section by the nunber of days
the patient stayed in the facility prior to being discharged

to equal the unadjusted paynent anount.
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(ti1) By applying the adjustnents described in
paragraphs (e)(1), (e)(2), and (e)(3) of this section to the
unadj usted paynent anount determ ned in paragraph (f)(2)(ii)
of this section.
8 412.626 Transition period.

(a) Duration of transition period and proportions of

the blended transition rate. (1) For cost reporting
periods beginning on or after April 1, 2001 through fiscal
year 2002, inpatient rehabilitation facilities receive a
paynment conprised of a blend of the adjusted Federal
prospective paynent, as determined in 8 412.624(e) or

8§ 412.624(f) and, and a facility-specific paynent as
determ ned in paragraph (b) of this section.

(1) For cost reporting periods beginning on or after
April 1, 2001 and before fiscal year 2002, paynent is based
on 66b percent of the facility-specific paynent and 33a
percent of the adjusted Federal prospective paynent.

(i1) For cost reporting periods beginning in fiscal
year 2002, paynent is based on 33a percent of the facility-
speci fic paynent and 66b percent of the adjusted Federa
prospective paynent.

(2) For cost reporting periods beginning with fiscal
year 2003 and after, paynent is based entirely on the

adj usted Federal prospective paynent.
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(b) Calculation of the facility-specific paynent. The

facility-specific paynent is equal to the paynent for each
cost reporting period in the transition period that would
have been made without regard to this subpart. The
facility's Medicare fiscal internediary cal cul ates the
facility-specific paynent for inpatient operating costs and
capital costs in accordance with part 413 of this chapter

8 412.628 Publication of the Federal prospective paynment
rates.

HCFA publishes information pertaining to the inpatient
rehabilitation facility prospective paynent system effective
for each fiscal year in the Federal Register. This
i nformation includes the unadjusted Federal paynent rates,
the patient classification systemand associ ated wei ghti ng
factors, and a description of the nmethodol ogy and data used
to calculate the paynent rates. This information is
publ i shed on or before August 1 prior to the begi nning of
each fiscal year
8§ 412.630 Limtation on review

Adm ni strative or judicial review under sections 1869
or 1878 of the Act, or otherwise, is prohibited wth regard
to the establishnment of the nmethodology to classify a
patient into the case-m x groups and the associ at ed

wei ghting factors, the unadjusted Federal per discharge
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paynment rates, additional paynents for outliers and speci al
paynents, and the area wage index.

8§ 412.632 Method of paynment under the inpatient
rehabilitation facility prospective paynent system

(a) Ceneral rule. Subject to the exceptions in

paragraphs (b) and (c) of this section, inpatient
rehabilitation facilities receive paynent under this subpart
for inpatient operating costs and capital costs for each

di scharge only foll owi ng subm ssion of a discharge bill.

(b) Periodic interimpaynents. (1) Citeria for

receiving periodic interimpaynents. (i) An inpatient

rehabilitation facility receiving paynent under this subpart
may receive periodic interimpaynents (PIP) for Part A
services under the PIP nethod subject to the provisions of

8 413.64(h) of this subchapter.

(ii) To be approved for PIP, the inpatient
rehabilitation facility nmust neet the qualifying
requirenents in 8 413.64(h)(3) of this subchapter

(ti1) Paynments to a rehabilitation unit are made under
t he sane nethod of paynent as the hospital of which it is a
part as described in § 412.116.

(tv) As provided in 8 413.64(h)(5) of this chapter,
internmedi ary approval is conditioned upon the internediary’s

best judgnment as to whether paynent can be nade under the
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PI P met hod wi thout undue risk of its resulting in an
overpaynent to the provider

(2) Frequency of paynment. For facilities approved for

PIP, the internmediary estimates the inpatient rehabilitation
facility's Federal prospective paynents net of estimted
beneficiary deducti bl es and coi nsurance and makes bi weekly
paynments equal to 1/26 of the total estinated anmount of
paynent for the year. |If the inpatient rehabilitation
facility has paynent experience under the prospective
paynment system the internediary estinmates PIP based on that
paynment experience, adjusted for projected changes supported
by substantiated information for the current year. Each
paynment is made 2 weeks after the end of a biweekly period
of service as described in §8 413.64(h)(6) of this
subchapter. The interimpaynents are reviewed at | east

tw ce during the reporting period and adjusted if necessary.
Fewer reviews may be necessary if an inpatient
rehabilitation facility receives interimpaynments for |ess
than a full reporting period. These paynents are subject to
final settlenment.

(3) Termnation of PIP. (i) Request by the inpatient

rehabilitation facility. Subject to paragraph (b)(1)(iii)

of this section, an inpatient rehabilitation facility

receiving PIP may convert to receiving prospective paynents
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on a non-PIP basis at any tine.

(11) Renoval by the internediary. An internediary

termnates PIP if the inpatient rehabilitation facility no
| onger neets the requirements of 8§ 413.64(h) of this
chapter.

(c) Interimpaynents for Medicare bad debts and for

Part A costs not paid under the prospective paynent system

For Medi care bad debts and for costs of an approved
educati on program and ot her costs paid outside the
prospective paynent system the internediary determ nes the
interimpaynments by estimating the reinbursable anount for
the year based on the previous year's experience, adjusted
for projected changes supported by substantiated information
for the current year, and nakes biweekly paynents equal to
1/26 of the total estimted anmount. Each paynent is nade 2
weeks after the end of a biweekly period of service as
described in 8 413.64(h)(6) of this chapter. The interim
paynents are reviewed at |east twice during the reporting
period and adjusted if necessary. Fewer reviews nay be
necessary if an inpatient rehabilitation facility receives
interimpaynents for less than a full reporting period.
These paynents are subject to final cost settlenent.

(d) Qutlier paynents. Additional paynents for

outliers are not made on an interimbasis. The outlier
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paynents are nade based on the subm ssion of a discharge
bill and represent final paynent.

(e) Accelerated paynents. (1) Ceneral rule. Upon

request, an accel erated paynent may be nmade to an inpatient
rehabilitation facility that is receiving paynent under this
subpart and is not receiving PIP under paragraph (b) of this
section if the inpatient rehabilitation facility is
experiencing financial difficulties because of the
fol | ow ng:

(1) There is a delay by the internediary in making
paynment to the inpatient rehabilitation facility.

(1i) Due to an exceptional situation, there is a
tenporary delay in the inpatient rehabilitation facility’s
preparation and submttal of bills to the internediary
beyond its normal billing cycle.

(2) Approval of paynent. An inpatient rehabilitation

facility’s request for an accel erated paynent nust be
approved by the internediary and HCFA.

(3) Amunt of paynent. The anmount of the accel erated

paynment is conputed as a percentage of the net paynent for
unbill ed or unpaid covered services.

(4) Recovery of paynent. Recovery of the accel erated

paynment is made by recoupnent as inpatient rehabilitation

facility bills are processed or by direct paynment by the
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inpatient rehabilitation facility.
B. Part 413 is anended as set forth bel ow
PART 413 - PRI NCI PLES OF REASONABLE COST REI MBURSEMENT;
PAYMENT FOR END- STAGE RENAL DI SEASE SERVI CES; PROSPECTI VELY
DETERM NED PAYMENT FOR SKI LLED NURSI NG FACI LI TI ES

1. The authority citation for part 413 is revised to
read as foll ows:

Aut hority: Secs. 1102, 1812(d), 1814(b), 1815,
1833(a), (i) and (n), 1861(v), 1871, 1881, 1883, and 1886 of
the Social Security Act (42 U S.C. 1302, 1395f(b), 1395¢,
13951, 1395l (a), (i) and (n), 1395x(v), 1395hh, 1395rr,
1395tt, and 1395ww) .

Subpart A -- Introduction and CGeneral Rul es

2. Section 413.1 is anended by:

A.  Revising paragraph (d)(2)(ii).

B. Adding paragraphs (d)(2)(iv) and (d)(2)(v).

§ 413.1 |Introduction.

(d) * * *

(2) * * *

(i1) Payment to children's, psychiatric, and |ong-term
hospitals (as well as separate psychiatric units (distinct

parts) of short-term general hospitals), that are excl uded

fromthe prospective paynent systens under subpart B of part
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412 of this subchapter, and hospitals outside the 50 States
and the District of Colunbia is on a reasonabl e cost basis,
subj ect to the provisions of § 413.40.
* * * * *

(1v) For cost reporting periods beginning before
April 1, 2001, paynent to rehabilitation hospitals (as well
as separate rehabilitation units (distinct parts) of
short-term general hospitals), that are excluded under
subpart B of part 412 of this subchapter fromthe
prospective paynment systens is on a reasonable cost basis,
subj ect to the provisions of § 413.40.

(v) For cost reporting periods beginning on or after
April 1, 2001, paynent to rehabilitation hospitals (as well
as separate rehabilitation units (distinct parts) of short-
term general hospitals) that neet the conditions of
8 412.604 of this chapter is based on prospectively
determ ned rates under subpart P of part 412 of this

subchapt er

Subpart G- Limts on Cost Rei nbursenent

3. Section 413.40 is anended by:

A.  Republishing the introductory text of paragraph
(a)(2)(i).

B. Adding a new paragraph (a)(2)(i)(C.
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C. Revising paragraph (a)(2)(ii).
D. Adding a new paragraph (a)(2)(iii).
8§ 413.40 Ceiling on the rate of increase in hospital
i npati ent costs.

(a) Lntroduction. * * *

(2) Applicability. (i) This section is not

applicable to--

(© Rehabilitation hospitals and rehabilitation units
that are paid under the prospective paynment systemfor
i npatient hospital services in accordance with section
1886(j) of the Act and subpart P of part 412 of this
subchapter for cost reporting periods beginning on or after
Oct ober 1, 2002.

(1i) For cost reporting periods beginning on or after
Cctober 1, 1983, this section applies to--

(A) Hospitals excluded fromthe prospective paynent
systens described in 8 412.1(a)(1) of this subchapter; and

(B) Psychiatric and rehabilitation units excluded from
t he prospective paynent systens, as described in
8§ 412.1(a)(1) of this chapter and in accordance with
88 412.25 through 412.30 of this chapter, except as limted
by paragraph (a)(2)(iii) of this section with respect to

rehabilitation hospitals and rehabilitation units specified
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in 88 412.23(b), 412.27, and 412.29 of this subchapter.

(ti1) For cost reporting periods beginning on or after
Cctober 1, 1983 and before April 1, 2001, this section
applies to rehabilitation hospitals and rehabilitation units
that are excluded fromthe prospective paynment systens
described in § 412.1(a)(1) of this subchapter
Subpart E-- Paynents to Providers

4. In § 413.64 paragraph (h)(2)(i) is revised to read
as follows:

8§ 413.64 Paynent to providers: Specific rules.

* * * * *

(h) Periodic interimpaynent nethod of reinbursenent--

* * *

(2) * * *
(1) Part A inpatient services furnished in hospitals
that are excluded fromthe prospective paynent systens,
described in § 412.1(a)(1) of this chapter, under subpart B
of part 412 of this chapter or are paid under the
prospective paynent system described in subpart P of part

412 of this chapter.

* * * * *
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(Catal og of Federal Donestic Assistance Program No. 93. 778,

Medi cal Assi stance Program

Dat ed:

Dat ed:

Nancy- Ann M n DeParl e,

Admi ni strator,

Heal th Care Fi nanci ng

Admi ni stration.

Bl LLI NG CODE 4120-01

Donna E. Shal al a,

Secretary.



